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The rule changes proposed by the United States Telephone

Association ("USTA") 2 would eliminate burdensome and unnecessary

regulation. The changes would do so by allowing low cost/high

volume assets to be recorded through vintage amortization level

("VAL") property records. The changes allow a cost savings while

assuring adequate property controls remain in place. The petition

should be approved by the Commission.

The current rules create an unnecessary burden.

The Commission rules create an unnecessary burden. The

current rules require detailed property records based on

individualized units. 3 For high volume/low cost support items such

as those covered by the USTA Petition, there is no need to keep

The Bell Atlantic telephone companies (IiBell Atlantic")
are Bell Atlantic-Delaware, Inc.; Bell Atlantic-Maryland, Inc.;
Bell Atlantic-New Jersey, Inc.; Bell Atlantic-Pennsylvania, Inc.;
Bell Atlantic-Virginia, Inc.; Bell Atlantic-Washington, D.C., Inc.;
and Bell Atlantic-West Virginia, Inc.

2 USTA Petition (filed May 31, 1995).

See 47 CFR § 32. 2000 (e) (1) .
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formal centralized records as required by the Commission. 4 Bell

Atlantic estimates that switching to VAL systems for these accounts

will generate a cost savings worth $4 million annually.

In creating Part 32, the Commission sought, "to the extent

regulatory considerations permit," to remain consistent with

generally accepted accounting principles (IIGAAp lI
) 5 More recently,

the Commission has set a goal of simplification of the depreciation

process and the creation of administrative savings. 6 The USTA

Petition works toward all of these goals. Continued item by item

scrutiny by the Commission of these low value accounts is even less

appropriate today considering that a number of local exchange

carriers have joined Bell Atlantic In selecting pure price cap

regulation, which makes all depreciation regulation irrelevant to

rates.

The proposed modifications will not reduce property controls.

Regardless, the proposed rules modification will not reduce

internal safeguarding of assets.

The safeguarding of assets requires controls to protect assets

from physical loss due to theft, deterioration, destruction,

misappropriation or misuse. In addition, controls must be in place

4 The general support assets covered by the USTA Petition
include well over three hundred thousand items, yet comprise only
about 5% of the value of Bell Atlantic's total plant.

5 47 CFR § 32.1.

6 Simplification of the Depreciation Prescription Process,
Report and Order, 8 FCC Rcd 8052, ~ 3 (1993)
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to ensure that asset purchases, transfers, and retirements or

dispositions are made in accordance with management's authorization

and are properly valued in a company's financial records. The

maintenance of detailed continuing property records ("CPR") -- as

required under the existing rules -- has no impact on meeting these

control requirements. 7

The primary control objectives served by current Commission

requirements relate to proper reporting and systematic allocation

of theses costs; but these objectives are fully met under the USTA

VAL proposal. Internal controls over the initial purchase of

assets are not changed under the VAL approach. These controls

ensure that the assets are properly valued in the company's

financial records, and are used and useful. The VAL amortization

period, which will be subject to regulatory review, ensures that

these costs are rationally and systematically allocated to future

periods.

Moreover, ln addition to internal controls and VAL

requirements, carriers will also be subject to a number of external

controls that will continue to provide assurance that this property

is properly monitored and reported. First, management is

7 Other internal control mechanisms that do meet these
objectives will continue regardless of the disposition of the USTA
Petition. These controls include, but are not limited to,
procedures to ensure that: 1) asset purchases are properly
authorized and are cost effective; 2) asset purchases are within
approved capital budget levels and/or asset levels to be
maintained; 3) proper controls exist over the receipt and recording
of assets; 4) access to assets is limited to authorized employees;
and 5) appropriate segregation of duties exist among employees who
purchase, receive and pay for assets.
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accountable for the custody and safekeeping of assets and must

periodically report to shareholders the results of its

stewardship.8 Second, these management commitments are mirrored in

GAAP, which requires that companies maintain an internal control

system that provides accountability that recorded assets are stated

accurately in the financial records. 9 Third, other laws reinforce

management's obligation to maintain these internal controls. 10

Fourth, independent auditors provide an external check on

management's compliance with these accountability requirements.

In total, these internal and external controls will combine

with the VAL requirements to assure that all control objectives are

met. Elimination of CPR requirements for a limited group of low

cost/high volume assets will not reduce control over these assets,

but will reduce the burden and expense associated with unnecessary

inventory and record keeping requirements. Given the other

8

protections in place to ensure accuracy of property records, there

For example, in the management report of its 1995 annual
report, Bell Atlantic represents to its shareholders that
"management maintains a strong internal control structure,
including the appropriate control environment, accounting systems
and procedures. The internal control structure is designed to
provide reasonable assurance that assets are safeguarded from
unauthorized use or disposition, that transactions are properly
recorded and executed in accordance with management's
authorizations, and that the financial records permit the
preparation of reliable financial statements."

9 See, e.g., American Institute of Certified Public
Accountants, Statement on Auditing Standards, AU 319.

10 See, e.g., 15 U.S.C. § 78m(b) (2) (B), which requires
publicly held companies to "devise and maintain a system of
internal accounting controls" that, among other things, "maintain
accountability for assets."
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is simply no legitimate need to continue the burdensome current

requirements.

Conclusion

For the foregoing reasons, the USTA Petition should be

granted.

Respectfully submitted,

Edward D. Young, III
Michael E. Glover

Of Counsel

July 5, 1995
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